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SUBJECT: MOZAMBIQUE’S ECONOMIC SITUATION CONTINUES TO 
DETERIORATE 

1. GOVERNMENT AND BUSINESS CIRCLES ARE INCREASINGLY CON 
CERNED OVER CONTINUED DETERIORATION OF ECONOMIC SITUATION 
IN MOZAMBIQUE. DESPITE REPEATED PROMISES. MOZAMBIQUE STILL 
HAS NOT RECEIVED $140 MILLION LOAN FROM METROPOLITAN PORTUGAL. 
WITHOUT RESERVES, ISSUANCE OF IMPORT LICENCES HAVE BEEN 
SUSPENDED AND FOREIGN EXCHANGE CONTROLS TIGHTENED. COMMERCE 
IS BEING STRANGLED BY LACK OF CREDIT, RISING COSTS, AND 
INABILITY TO OBTAIN GOODS TO SELL. BOTH PRIVATE AND GOVERN- 
MENT CIVIL CONSTRUCTION IS AT VIRTUAL STANDSTILL. 

2. IN MEETING WITH CONSULAR CORPS JULY 5, GOVERNOR-GENERAL 
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PROBLEMS CURRENTLY THAT IT IS DIFFICULT FOR IT TO CON- 
CENTRATE ON ANYTHING ELSE. WORK ON MANY GOVERNMENT PROJECTS 
HAS STOPPED FOR LACK OF FUNDS. GOVERNOR-GENERAL, SOMEWHAT 
UNCONVINCINGLY, EXPRESSED CONFIDENCE THAT HIS FINANCIAL 
EXPERTS WOULD BE ABLE TO FIND SOLUTION TO GOVERNMENT'S 
FINANCES SOON. 

3. IN MEANTIME, THERE ARE INCREASING REPORTS OF UNEMPLOY- 
MENT, PARTICULARLY IN AREA OF CIVIL CONSTRUCTION: (A) ON 
JULY 3, ESTIMATED 1,500 UNEMPLOYED WORKERS DEMONSTRATED 
IN FRONT OF GOVERNOR-GENERAL’S PALACE, DEMANDING THAT 
GOVERNMENT FIND WORK FOR THEM. GOVERNMENT SPOKESMAN PROMISED 
TO DO WHAT HE COULD TO HELP THEM BUT SAID PROBLEM WAS COMPLEX. 
HE ALSO CITED RECENT LARGE WAGE INCREASES AS ONE OF MAIN 
CAUSES OF UNEMPLOYMENT; (B) NOTICIAS OF JULY 9 REPORTS 
WIDESPREAD HUNGER AND UNEMPLOYMENT IN TETE DISTRICT. 

4. COMMENT: SOME SOURCES HAVE EXPRESSED FEAR THAT, UNLESS 
MOZAMBIQUE RECEIVES EXTERNAL FINANCIAL ASSISTANCE SOON, 

MANY FIRMS WILL BE FORCED INTO BANKRUPTCY, SWELLING RANKS 

OF UNEMPLOYED. THESE UNEMPLOYED WORKERS, OUT OF DESPERATION, 
MAY BE LED TO PLUNDER AND OTHER TYPES OF VIOLENT ACTIVITY 
IN MOZAMBIQUE'S URBAN CENTERS. 
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